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 VICE CHAIRMAN HOWARD:  Be seated.  I'd like 

call this briefing hearing to order, and we welcome 

the opportunity to listen to these gentlemen and 

Embarq to tell us about the merger.  It's a 

distinguished-looking group at the front table, so 

I'll turn it over, I guess, to Steve Parrott? 

 MR. PARROTT:  Steve Parrott, yes.  All I can 

tell you, Commissioners, is looks can be deceiving, 

okay? 

  [Laughter] 

 MR. PARROTT:  Commissioners, we appreciate the 

opportunity to come here today and meet with you in 

this ex parte meeting, to talk about something that 

we at CenturyTel and Embarq are quite excited 

about, and  that's a merger of our two companies 

that we announced back on October 27th.  What I'd 

like to do is to introduce to each of you the group 

that is with me today, so you know who they are and 

what they represent, and then I'm going to briefly 

just tell you about the materials that you will 

find in the packet before you.  Before you become 

too alarmed, I will tell you that we're not going 

to go through every page of what you see in that 

packet.  Some of that is for your follow-up 
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information only, but we'll be glad to take 

questions on any of that as we proceed.   

 With me today -- I'll introduce myself first.  

I'm Steve Parrott.  I'm the senior state executive 

for Embarq for the Carolinas Region.  I have 

responsibility for South Carolina's external 

affairs organization.   

 Kevin Grimes, to my left, is government 

relations manager for Century Telephone, and is my 

new best friend.   

 To my right is Susan Masterton.  Susan is 

senior counsel for Embarq, and handles our 

regulatory work here on the legal side in South 

Carolina.   

 Scott Elliott, who is no stranger to the 

Commission, is outside counsel for Embarq here in 

South Carolina.  And Cheryl Sweitzer, who you may 

also recognize, is our manager of regulatory 

affairs at Embarq for South Carolina.  So that's 

the group we have with us today.   

 Again, we appreciate this opportunity to come 

here and tell you about the merger.  In the packet 

that you have before you, on the left-hand side you 

will find a media release that was just issued 

yesterday.  Yesterday, I'm pleased to say that 
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there were shareholder meetings held in Louisiana 

and also out in Kansas, for the shareholders of 

CenturyTel and shareholders of Embarq, and they 

have overwhelmingly approved the merger.  And so 

the media release that you find in the packet 

basically announces the results of that vote and 

talks a little bit about our excitement over the 

combination of the two companies, now that the 

shareholders have approved it.   

 On the right-hand side you will find a one-

page briefing document that I will be using and 

we'll be speaking from, that really gives a high 

level of why we think this merger is in the best 

interests of our customers, employees, and 

communities.  You also will have a multipage 

PowerPoint presentation entitled "A Win for 

Customers, Employees, and Communities."  I'll be 

referring to a map that's contained in that, in my 

presentation.  We won't be going through all of 

that, but it's good information and describes the 

merger.   

 Next, you have a one-page organizational-

structure diagram because we want you to understand 

how the two companies are situated premerger, 

during the merger, and what the corporation will 
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look like postmerger.  And then the last document 

is a more detailed narrative describing the two 

companies and the merger transaction.   

 So we feel like what we brought is pertinent 

information that really gives you some good 

information, detailed information, on again why we 

think this is a great move, not only for our 

shareholders but more importantly for the customers 

of the two companies.   

 With that, I want to turn it over to Kevin 

Grimes from Century Telephone to tell you a little 

bit about Century Telephone. 

 MR. GRIMES:  Good morning.  Again, my name is 

Kevin Grimes.  I'm the government relations manager 

for CenturyTel.  I have responsibilities for 

Alabama and Georgia and the Carolinas.  I'd like to 

take the opportunity to thank you for taking the 

time today to meet with us. 

 A little bit about CenturyTel.  CenturyTel 

started as a small independent in Louisiana and 

through acquisitions has grown to cover 25 states 

with nearly 2 million access lines, about 630,000 

broadband customers, and about 105,000 video 

customers.  Currently, we stand at about 87 percent 

broadband availability nationwide.   
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 We are very excited about this -- about the 

merger.  We feel like it's bringing two companies 

together that are focused on the same thing, that's 

providing cutting-edge products and services to 

rural America.  We also feel like these two 

companies are committed to and will strive to be 

the broadband provider -- leading broadband 

provider in the markets we serve.   

 Postmerger, the two companies will have the 

combined -- will be in a combined 33 states, with 

nearly 8 million access lines, roughly 2 million 

broadband customers, and nearly 1/2 million video 

subscribers.   

 MR. PARROTT:  Okay.  Kevin, thank you.  If 

you'll refer to the first document in your packet, 

with the heading of CenturyTel and Embarq on it, 

"Five Reasons the Merger...is a Win for Customers, 

Employees, and Communities" I'll speak to that just 

briefly, if I could.   

 The thing -- again, we're excited for a number 

of reasons, but clearly one of those is the fact 

that we, Embarq, are merging with a company, 

Century Telephone, that if you look at our markets, 

our focal areas are rural markets.  It's not a 

merger between some large urban provider and a 
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rural provider; it's really a merger of two midsize 

companies that focus on rural markets.  The other 

thing I would say to you, I know when we were in an 

ex parte meeting with the Commission back I believe 

in 2005 talking about the spinoff of Embarq from 

Sprint, again, we talked about the focus of Embarq 

-- and especially here in South Carolina -- on 

rural markets, and this is pretty much a 

continuation of that same market strategy by our 

company and certainly by Century Telephone.   

 It creates an industry-leading communications 

provider.  While we focus on rural markets, we're 

really not a small entity.  Even Embarq standalone 

was the fourth-largest local limitations company in 

the country.  You know, again, a very large entity; 

we're the largest non-Bell-company communications 

provider in the country.  So when you bring these 

two companies together, hopefully that will even 

further solidify our position as being the fourth 

largest provider in the country.  So from the 

standpoint of financial strength and the ability to 

serve our customers, bringing these two entities 

together will be positive.   

 As Kevin alluded to, we're going to be 

combined in 33 states with 8 million access lines, 
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2 million broadband customers, 400,000 video 

subscribers.  And if you will refer in that next 

document -- this is the PowerPoint presentation 

that looks like this [indicating]; it's got a blue 

cover on it -- I would refer you over to, I believe 

it's on page four, is a map of the United States, 

and we think this provides a very good visual of 

the two companies and where we operate today 

individually and where we will operate 

collectively.   

 As you can see, there's quite a bit of 

dispersion here.  We're down the East Coast, the 

Mid-Atlantic area, Florida, all the way across the 

Midwest, and then into the Northwest area.  The 

good news, too, about this merger is that there are 

not significant overlaps.  Normally when you go 

through a merger, and especially in South Carolina 

if you had two large entities maybe coming 

together, you might be concerned about, you know, 

the implications on jobs and the economy and those 

types of things.  Again, the good news here is, in 

South Carolina, Embarq is serving 19 communities, 

87,000 access lines here in South Carolina, but 

there's not an overlap.  There are two certificated 

entities that CenturyTel has here in South 
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Carolina, but currently are not serving any 

customers, and CenturyTel does not currently have 

any employees located in South Carolina.  But this 

map, again, will show you that if you were to place 

the large urban centers on here across the country, 

we tend to be just on the fringe area of those 

major metropolitan areas, which actually has been 

good for us from a growth perspective, but we 

certainly wouldn't consider ourself a large urban 

provider.   

 So again, the first reason, it will be, we 

believe, a leading communications provider and the 

largest communications provider to rural America.  

It expands a suite of products and solutions for 

our communities.  Another good part of this is 

CenturyTel brings to this merger some technologies 

that Embarq has considered, and in some cases were 

just moving forward on, and CenturyTel is already 

providing those technologies and those services.  

So we are excited about the prospects for our 

customers and our communities in the area of video, 

certainly broadband, and the growth products that 

our customers are demanding.  We believe it 

enhances, actually enhances our employees' options.  

By bringing these two companies together, you know, 
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certainly you are going to see some reduction in 

corporate overheads.  And, you know, you're going 

to see also a consolidation where we might have 

duplicate efforts, but again, most of those would 

be, as I said, at the corporate center level in the 

corporate support functions.  We believe clearly 

the merger is going to bring operational 

efficiencies for both of these companies, as well.   

 From a headquarters standpoint, Embarq is 

currently headquartered in Overland Park, Kansas.  

After this merger, the corporate headquarters will 

be in Monroe, Louisiana, which is Century 

Telephone's corporate headquarters.  So we will be 

seeing that move.  But we will still have some 

presence in Overland Park, but the headquarters 

will be in Monroe, Louisiana. 

 Fourth benefit, it builds greater financial 

strength and stability.  If you look in what I'll 

call kind of the mid-cap area of local 

communications companies, you find Embarq, you find 

Century Telephone, Frontier, Windstream, Fairpoint.  

You know, there's been a lot of discussion in 

recent years about convergence and the need to 

converge to survive and to succeed.  The good 

thing, that our companies are the first to merge, 
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and why we're excited about that is these two 

companies, Century Telephone and Embarq, are the 

ones who have investment-grade rated debt.  This is 

something to be said for that in this competitive 

and -- and this competitive environment and this 

economy, that you're talking about two carriers 

coming together that even individually were very 

strong financially and now bringing those together.  

We fully expect that we will continue to have that 

investment-grade rating, which will bode well for 

our corporation but bode well for our customers 

because of the reduced debt cost.   

 And fifth, we believe it pulls together a very 

experienced leadership team.  We have already 

announced the executive layer, the executive 

leadership team for the merged company.  It will be 

led by Glen Post, who is currently the CEO for 

Century Telephone.  Tom Gerke, who is the Embarq 

CEO, is going to be vice chair of the corporation, 

the executive vice chair.  He also -- Tom Gerke, 

our CEO, will have responsibility in the combined 

company for the governmental, regulatory, and human 

resource functions, and so we are excited about 

that.  Karen Puckett will be the chief operating 

officer; Karen is currently in that capacity with 
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Century Telephone.  And the chief financial officer 

will be Stewart Ewing, who is also current CFO with 

Century Telephone.   

 The board is a good mixture of expertise from 

the two boards.  And you see here it's comprised of 

eight directors from Century Telephone and seven 

directors from Embarq.  The chairman of the board 

for the new corporation is going to be Bill Owens, 

who is currently the chairman for Embarq's board of 

directors.  So you see a blending of expertise from 

both companies, which we think is certainly a 

positive.  And then Harvey Perry will continue in 

his role as CenturyTel's nonexecutive vice chair. 

 So it's for those reasons that we believe this 

is going to be good for our customers and 

communities, and certainly creates opportunities as 

well for our employees.   

 Moving on, if you look at the one-page sheet 

that at the top is entitled "South Carolina 

Organizational Structure Diagrams," I want to talk 

about that, if I could, for just a few moments.  

This will give you a good idea of how this merger 

transaction is going to occur and why we believe 

that it's transparent to our customers that are 

currently served by Embarq here in South Carolina.  
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Premerger you have on your left Century Telephone  

-- and this is specific to South Carolina.  You see 

the too certificated companies that I mentioned 

before, Madison River Communications and Madison 

River Communications LLC.  You also see, under 

Century Telephone -- and I know I mentioned to you 

before that they are headquartered in Monroe, 

Louisiana, so you'll notice a subsidiary company 

here referred to as Cajun Acquisition Company.  

Now, if you have any questions about that name, 

I'll let you direct those questions to Kevin, okay?  

But anyway, that's the subsidiary structure of 

Century Telephone.  For Embarq Corporation:  United 

Telephone Company of the Carolinas, which is our 

ILEC operation here in South Carolina; Embarq 

Communications, Inc., which is our IXC and long-

distance company and CLEC; and then Embarq Payphone 

Services, Inc.  That's how we're structured today, 

two separate corporations, two separate subsidiary 

structures.   

 During the merger, Cajun Acquisition Company 

is going to be merging with Embarq Corporation, 

which is currently the Embarq parent company, and 

Embarq Corporation will be the surviving entity.  

What you will see there is you still have United 
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Telephone Company of the Carolinas, the other 

Embarq subsidiaries, the CenturyTel subsidiaries 

that are not affected; it's really Cajun 

Acquisition and Embarq Corporation.  So looking 

postmerger, you see that the new parent Corporation 

will be Century Telephone, and then under Century 

Telephone you'll have, again, Madison River, the 

two existing CenturyTel subsidiaries here in South 

Carolina, you will have Embarq Corporation, and 

then you'll have the subsidiaries, United 

Telephone, Embarq Communications, and Embarq 

Payphone.  So at this point we're not looking at 

doing anything related to the subs.  This is 

clearly a transfer of control at the parent level, 

and it involves CenturyTel specifically, but their 

subsidiary, Cajun Acquisition, is actually the one 

that would be merging with Embarq.   

 The last thing I would say here on this 

particular slide -- and then I'm going to turn it 

over to Susan -- as far as the transaction, the 

transaction as of closing, and we're hoping to 

close this merger late in the second quarter of 

this year -- we're certainly making progress 

towards that, as far as getting all the necessary 

approvals at both the federal and the state level.  
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But that closing, the transaction will be that 1.37 

shares of Century Telephone stock will be given for 

every one share of Embarq stock, so 1.37 of Century 

Telephone stock for one share of Embarq stock.  And 

you will see, based on when this was announced in 

October, that the ownership from the stockholders' 

standpoint, of the new corporation, would be 66 

percent owned by premerger Embarq shareholders and 

34 percent owned by premerger CenturyTel 

stockholders.  So there is a shift in the new 

corporation as far as the equity and ownership.   

 With that, I'm going to turn it over to Susan, 

who is going to speak to the statutory aspect of 

the transaction.   

 MS. MASTERTON:  Thanks, Steve.  Good morning, 

Commissioners.  I appreciate the opportunity to 

come and talk to you about this this morning.   

 We've included in the packet of your 

information a document entitled Information 

Regarding the Merger," and that's a fairly lengthy 

document that describes in detail the transaction, 

the parties, and the effect of the merger on South 

Carolina.  What I'm going to briefly focus on are 

the legal and regulatory issues associated with the 

merger.   
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 At the back of that document are the two 

statutes that are relevant to merger activity in 

South Carolina, and under these statutes they 

address transfer of property or operations of 

telephone utilities, which are the certificated 

companies in South Carolina.  And as you heard 

Steve describe, under this transaction with 

CenturyTel and Embarq, the certificated companies 

are going to remain unchanged.  There's no effect 

on the certificated companies; it's just a parent-

company-level transaction.  So, as a result of 

this, the South Carolina statutes don't require 

formal approval by you all, of the merger.  And 

that's consistent with how you've handled other 

parent-company-level transactions in the past, most 

recently the AT&T/BellSouth merger, which was 

pretty much the same type of parent-company-level 

transaction as the Embarq and CenturyTel merger.   

 So since the regulated entities don't change, 

the merger is going to be transparent to the 

consumers in South Carolina.  And the laws and 

rules that apply to Embarq today will continue to 

apply after the merger, as well as the Commission's 

regulatory authority over Embarq today will be the 

same after the merger goes through.   
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 And I just wanted to point out that while the 

merger will be transparent to the consumers, 

they'll have very many benefits of it, as Steve has 

gone through for you earlier in his presentation.   

 And that's what I had to say.  I'm going to 

turn it back over to Steve for some closing 

remarks.   

 MR. PARROTT:  Thank you, Susan.  Another 

aspect of that, too -- and she mentioned that it is 

transparent to our customers here -- when we were 

talking to you about the spinoff of Embarq, I know 

we stressed the fact that none of the assets of 

United Telephone Company of the Carolinas were 

being pledged towards the debt of Embarq 

Corporation.  And again, if you look at the 

structure of this merger, the same would be true 

postmerger with Century Telephone.  Those assets in 

South Carolina are not pledged towards that 

corporate debt either, so I think that's a good 

aspect of this.   

 That's a high-level look at the merger and 

hopefully gives you some insight as to why we're 

excited about this combination of these two 

companies.  Again, it's nice sitting here -- I know 

Kevin would agree with me -- for us to be the two 
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companies, the first two companies out of this mid-

cap sector, to bring our operations together, we 

think is really a good move, and especially to take 

the two stronger financial entities and bring those 

together will bode well for our customers and 

shareholders alike.   

 Even though Susan has mentioned the fact that, 

you know, while this doesn't require formal 

approval by this Commission, it's important to us 

that we come here today to talk to you about the 

merger, to inform you about the merger, to answer 

questions from you regarding this merger.  But also 

what we want to do -- I mentioned the closing in 

the latter part of the second quarter -- we want to 

keep this Commission informed about the progress 

we're making about combining these two companies.  

So we appreciate the opportunity to be here, and at 

this time if you have questions for any of us, 

we'll be glad to address those.   

 VICE CHAIRMAN HOWARD:  Commissioners, any 

questions?   

 COMMISSIONER HAMILTON:  Mr. Chairman.  

 VICE CHAIRMAN HOWARD:  Commissioner Hamilton. 

 COMMISSIONER HAMILTON:  Mr. Parrott, what do 

you see for the future in South Carolina, the 
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merged operation that you have.  I know we don't 

have any visible evidence of Century at this time, 

but do you plan any expansion in the area through 

acquisition or future investment in infrastructure?  

What do you see? 

 MR. PARROTT:  I can't really speak to future 

acquisitions specifically in South Carolina.  You 

know, at the parent level, you know, again, I'm 

sure that much like all of the entities that are in 

this industry are probably continuing to evaluate 

opportunities, but I can't speak to any imminent 

acquisitions or mergers here in South Carolina.   

 As far as the 19 communities where we do have 

customers, we are currently offering bundled 

services that includes voice, high-speed Internet 

access, and video.  On the video side, both Century 

Telephone and Embarq have agreements with Dish 

Network to provide the video component.  The 

exciting thing is the IPTV, which is this 

technology I mentioned before that Century 

Telephone already has in two locations.  We are 

kind of just on the verge of trialing that 

technology, but hopefully this would accelerate our 

abilities as a combined entity to pursue some of 

those types of technologies.   
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 COMMISSIONER HAMILTON:  Thank you.  Thank you, 

very much. 

 VICE CHAIRMAN HOWARD:  Commissioner Clyburn. 

 COMMISSIONER CLYBURN:  Mr. Parrott, you made 

mention of some streamlining, I think were your 

exact words, more so at the corporate level.  Can 

you give any indicator, I guess -- that got my 

attention, especially given some of the numbers 

we've seen over the past -- well, over the past 

couple of years, especially over the last 48 hours 

with some announcements.  Can you give any 

indicator as to what you anticipate in terms of 

that streamlining? 

 MR. PARROTT:  There hasn't -- Kevin, you can 

speak to it, as well.  There haven't been any 

numbers announced in terms of what the expectations 

were at the corporate level or, you know, what 

represents duplicate functions.  We know there are 

some.  And what we've told our employees as we are 

working through this -- I mentioned we've announced 

our executive layer.  You know, hopefully we'll be 

announcing the next layer of management sometime 

next month, and we're keeping our employees posted 

in that process, but there haven't been any 

numbers.  What I can speak to is, in South Carolina 
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where we have 151 employees, the majority of those 

employees for us in South Carolina are basically 

technicians, customer service, retail store, 

engineering.  Those are not functions that are 

going to go away, because there is no overlap, as I 

mentioned, with Century Telephone in this State, so 

we wouldn't expect to see that 151 decline.  

Whether that number might become larger, I can't 

speak to, but we don't expect -- Kevin -- a 

reduction in that. 

 MR. GRIMES:  No, we don't expect to see a 

reduction in force in South Carolina, like Steve 

said.  The employees that are here now will be 

needed in the future.  I think that you will see is 

that both the companies already have corporate 

structures, corporate functions already being 

handled centrally for each location.  I think 

you'll see the majority of those -- the 

streamlining, as you put it, will happen at that 

level.  But at this point it's still being 

evaluated, and really until yesterday, until the 

shareholder vote, there was only so far that they 

could go in those evaluations.   

 COMMISSIONER CLYBURN:  You made mention, when 

we looked -- I guess that was page four when we 
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looked at the map, that one of the benefits to the 

merger was very little overlap.  I guess, looking  

-- I think Commissioner Hamilton asked kind of -- 

well, I don't want to put words in his mouth, but 

maybe on a Palmetto State footprint, I guess I'm 

wondering if -- because there are some pockets.  

There are a couple of isolated pockets, also.  And 

I guess I'm wondering if -- I don't know if it's 

too soon to ask this question -- if there were any 

expansion opportunities that you are pursuing that 

would make sense -- I know your concentration is 

rural. 

 MR. PARROTT:  Right. 

 COMMISSIONER CLYBURN:  -- that would make 

sense to kind of almost, you know, bring those 

colors, I guess, closer together, especially with 

some of the -- I don't want to say outlying areas, 

but you know, some of the pockets that -- 

 MR. PARROTT:  I know. 

 COMMISSIONER CLYBURN:  -- are outside of your 

current footprint.  

 MR. PARROTT:  This may sound like a vague 

answer, but I would say to you that we are always 

open to possibilities and opportunities.  I know 

what you're referring to.  I mean, when people ask 
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us about our footprint here in the State, you know, 

it really is Lowcountry and then you look at 

Greenwood and the surrounding area, and there's 

some space in between.  And from an operational 

standpoint, that does create some challenges.  But 

again, I'm certain that we would be open to 

opportunities.  I've said before that South 

Carolina -- and I'm not saying it to be patronizing 

to the Commission -- South Carolina is a good 

business environment for us.  I've mentioned that 

to legislators in the State, I've mentioned it to 

the Commission before, but this is a good place for 

us to do business.  And if that, you know, leads to 

expansion, then certainly we would be open to 

opportunities.   

 MR. GRIMES:  I -- 

 COMMISSIONER CLYBURN:  On the federal -- I'm 

sorry, go ahead. 

 MR. GRIMES:  I was just saying I'd like to add 

that CenturyTel announced the acquisition of 

Madison River Properties, which is located in 

Mebane, North Carolina.  That was closed in April 

of '07.  And I'll say that CenturyTel is constantly 

looking at expansion and evaluating the landscape.   

 COMMISSIONER CLYBURN:  I'm wondering, we hear 
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a lot about what's on the forefront now in terms of 

the stimulus package and the President's emphasis 

on broadband deployment, especially in rural areas.  

I guess I'm wondering what you anticipate or what 

you're lobbying for, if you're able to say, as it 

relates to that.  And I don't know that that  

would -- 

 MR. PARROTT:  Well, what I would tell you -- 

you mentioned what are we lobbying for.  What we're 

lobbying for, as you might imagine, both for 

Century Telephone and Embarq currently, as we 

operate separately -- is, you know, we are excited 

about the fact there is some discussion of 

broadband monies being in the stimulus package.  It 

needs to be there.  Our position is that that money 

should be given to the states, and then the states 

should be able to use those funds, and we hope 

would use it in a public/private partnership with 

industry to expand the footprint for broadband.  

Our concern would be, if those federal monies go to 

federal agencies, depending on who it goes to, you 

may have seen some of the media reports that say 

well, under one scenario -- and I can't remember if 

it's House or Senate -- it would appear that the 

benefactors of the money are going to be the large 
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Bell companies.  That doesn't do a lot for us as 

rural providers.  There's another scenario that 

says some of that money may go to RUS, which, 

again, focuses on rural America.  That wouldn't be 

such a bad thing, but we really would like to see 

the money go to the states, and we believe within 

the company we've got a good public/private 

partnership history, and you know, if we can 

replicate those funds to private investment, we can 

do more rather than less.  

 COMMISSIONER CLYBURN:  I didn't know if my 

resident lobbyist had any --  

 MS. SWEITZER:  Well, I was just thinking, when 

you asked that question, that we just had a 

conversation about this topic yesterday on the 

drive down here, and it just seems just such a 

consequence that, you know, you had addressed that 

issue.  I know Embarq is working to, I guess, help 

put forth our position at the federal level.   

 MR. PARROTT:  Yeah, the main thing is that the 

money needs to stay in the stimulus package for 

broadband, and hopefully that's something we can 

all agree on, and it's just a matter of how do you 

dispense those funds, and our hope is it will be 

done at the state level.   



Allowable Ex Parte Briefing CenturyTel/Embarq merger 27 

VOLUME 1 

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

 VICE CHAIRMAN HOWARD:  Commissioner Mitchell.   

 COMMISSIONER MITCHELL:  How you doing?  Good 

to have you all back.  It's nice to see you again. 

 MR. PARROTT:  Good to see you.   

 COMMISSIONER MITCHELL:  You made one statement 

there that I really like to hear.  You said you 

were going to concentrate more in the rural area, 

and that's always been a part of my life here on 

the Public Service Commission, the very rural 

areas.  What about -- and you talked about DSL, and 

as far as your supposed expansion.  What about the 

extension of fiber-optic lines in your areas now, 

and do you have plans to go beyond the boundaries 

that you have extended those fiber-optic lines now 

into some of the rural areas?  

 MR. PARROTT:  This gets back -- this gets back 

to the discussion of IPTV.  IPTV would involve 

taking fiber further in the network towards the 

customer premise, and actually the good news here, 

as part of this merger, is that CenturyTel was 

actually ahead of us in terms of providing and 

exploring that technology.  You know, we're looking 

to do a trial on it, but haven't done that yet.   

 New build-outs for us, you know, again, fiber 

for new build-outs for us is absolutely essential, 
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you know, for future demand on advanced services.  

As far as our current network, I'm pleased to say 

that even though we don't have fiber to the home 

across our territory here in South Carolina, we are 

able with even the current technologies to provide 

DSL and provide some advanced services.  Our DSL 

services, in a number of areas we're able to go all 

the way up to 10 megabit service, which is 

significant, and so we're excited about it.   

 The other thing is, we've started using in 

South Carolina -- and I'm thinking South Carolina 

may have been the first or one of the first states, 

Cheryl -- where we started using what we're calling 

a smart coil, a smart load coil.  Used to, you'd 

hear people say that on DSL, you can only go out 

like about 18,000 feet from your switch, and with 

the new technology you can go out, I think it's 

close to 23,000 feet.   

 So, you know, we're adding about a mile to 

that proposition, which is a positive.  So 

technology is changing every day, and we're trying 

to keep up with that.  So, it's a long answer, but 

the fact is we will put fiber where it makes sense 

and where it's meeting demand for the services.   

 COMMISSIONER MITCHELL:  Do you see great 
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improvements on the extension of your fiber, just 

as you mentioned there, as far as, I guess, the new 

technology you just mentioned, as far as is the 

public being just as receptive to that as they have 

actually to fiber lines --   

 MR. PARROTT:  Yes.  

 COMMISSIONER MITCHELL:  -- and the coverage, 

is it meaningful just as well, or is it a big 

difference there as far as the actual service to 

those customers?   

 MR. PARROTT:  Yeah, the coverage is there, I 

mean, we're working every day to try to expand that 

footprint, you know.  I mean, we're not at 100 

percent.  The good thing about what Kevin shared 

with you, though, CenturyTel, if you look 

nationally, CenturyTel actually has a higher 

percentage capability for DSL than Embarq does, so 

I think that's a good thing.  But, no, the coverage 

is there.  If you look at the services people are 

demanding and the bandwidth required to provide 

that, and understanding how we provide video today 

-- it's through the Dish Network -- then we can do 

it with our existing technology.  I mean, you can 

get some significant bandwidth to meet the needs of 

what people have today.   
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 Now, when we get into video is where you're 

going to see a greater demand for bandwidth, and 

like IPTV, you're going to have to be pushing fiber 

closer to the home, or to the home.  

 COMMISSIONER MITCHELL:  And we always use the 

numbers here in South Carolina, 94, 95 percent, and 

the other 6 or 7 percent.  So you see that 7 

percent decreasing somewhat?  

 MR. PARROTT:  You mean on a state average?  

 COMMISSIONER MITCHELL:  Right, right.  Yeah.  

You see that decreasing? 

 MR. PARROTT:  I see it decreasing, and my hope 

would be -- and this ties back to Commissioner 

Clyburn's question that this is why it's needed in 

the stimulus package.  We'd love to see that gap 

close.  

 COMMISSIONER MITCHELL:  Thank you.  Thank you, 

very much.   

 VICE CHAIRMAN HOWARD:  Commissioner Whitfield. 

 COMMISSIONER WHITFIELD:  Thank you, Mr. 

Chairman.  I have one quick question about the 

merger, and I guess more about the corporate 

structure than anything.  And I guess some of my 

questions center around Cajun Acquisition Company.  

I think you had jokingly said to Mr. Grimes we 
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could ask him about that name.  I'm not concerned 

about the name as much as, I guess, why it was used 

to complete the merger, and I guess at the end of 

the day CenturyTel ends up being the new parent 

company.  Could you tell me a little bit more about 

Cajun Acquisition and what its history was, and how 

at the end of the day we end up having CenturyTel, 

I guess, as the parent?   

 MR. PARROTT:  You want to speak to the -- 

 MR. GRIMES:  I'll try.  As I understand it, 

Cajun Acquisition was created for this purpose. 

 COMMISSIONER WHITFIELD:  Okay, that's kind of 

what I was thinking.    

 MR. GRIMES:  Strictly for the merger with 

Embarq.  It is a wholly-owned subsidiary currently 

of CenturyTel, and it will -- it will go away once 

the merger is complete.   

 MR. PARROTT:  Understand that this is also a 

tax-free transaction, which I believe also plays 

into why -- the need to create that separate sub 

for this purpose.  As Kevin said, and it was my 

understanding, too, that Cajun Acquisition was set 

up to handle this transaction, and as a result I 

think it's viewed more like a restructuring of 

those two entities coming together, Cajun and 
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Embarq Corporation, and it is viewed as a tax-free 

transaction much like the spinoff of Embarq was, 

from Sprint.   

 COMMISSIONER WHITFIELD:  Okay, that answers my 

question.  That's what I thought.   

 MR. PARROTT:  Okay. 

 VICE CHAIRMAN HOWARD:  Any other questions, 

Commissioners?   

  [No response]  

 VICE CHAIRMAN HOWARD:  ORS, do you have any 

questions?  Ms. Hammonds?  

 MS. HAMMONDS:  No, thank you, Commissioner.  

Thank you. 

 VICE CHAIRMAN HOWARD:  Okay.  I'd like to take 

this opportunity to thank each of you for coming.  

Mr. Parrott, Mr. Grimes, and Ms. Masterson, thank 

you, very much.  We see Mr. Elliott here 

occasionally, and Ms. Sweitzer here a good bit at 

our meetings, so we're glad to see them back again.  

Thank you, very much, and if there's no other 

business, this briefing will be adjourned.  Thank 

you. 

[WHEREUPON, at 10:40 a.m., the 

proceedings in the above-entitled matter 

were concluded.]  





INFORMATION REGARDING THE AGREED-UPON MERGER OF
CENTURYTEL, INC. AND EMBARQ CORPORATION


Presented during January 28, 2009, Allowable Ex Pal·te Communications Briefmg
Before the Public Service Commission of South Carolina


I. INTRODUCTION


Embarq Corporation ("Embarq"), CenturyTel, Inc. ("CenturyTel"), and Cajun


Acquisition Company ("CAC") entered into an Agreement and Plan of Merger as of


October 26, 2008 ("Transaction"). Embarq is a publicly traded holding company with


incumbent local exchange operations in 18 states, including South Carolina. CenturyTel


is a publicly traded holding company with its own incumbent local exchange operating


company subsidiaIies in 25 states. CAC is a direct wholly-owned subsidiary of


CenturyTel created to effectuate the Transaction. Under the tenns of the Transaction,


Embarq and CAC will merge, with Embarq being the surviving corporation. I The


Transaction will be accomplished through a stock-for-stock transaction. CenturyTel


expects to refinance Embarq's bank debt at closing and has commitments in place, but


no incremental debt will be inClined as a result of this Transaction.


Embarq's subsidialies are certificated to provide incumbent local exchange


services in South Carolina, as well as payphone services, competitive local exchange


services and long distance services. CenturyTel's subsidiary is ceriificated to provide


competitive local exchange services and long distance services in South Carolina2 Under


the tenns of the Transaction, Embarq will become a direct, wholly owned subsidiary of


CenturyTel. The tenns of the Merger Agreement provide that Embarq's South Carolina


I Embarq will be the surviving corporation but will adopt the By-Laws and Certificate ofIncorporation of
CAC.
2 The CennJryTel subsidiary in South Carolina is Madison River Communications, LLC, which is has been
granted certification as both an IXC and a CLEC. However, Madison River has no customers in South
Carolina at this time.







operating subsidiaries will remain subsidiaries of Embarq; however, a transfer of control


of Embarq will occur. Following the completion of the Merger, the CenturyTel Board of


Directors will be composed of 8 members designated by the pre-transaction CenturyTel


Board of Directors and 7 members designated by the pre-Transaction Embarq


Corporation Board of Directors. As a result of the Transaction, the ultimate parent


company of Embarq's South Carolina subsidiaries will change from Embarq to


CenturyTel. But the transaction will not result in any transfer of certificates, assets, or


facilities in South Carolina.


Following completion of the Transaction, CenturyTel's operating subsidiary will


remain a subsidiary of CenturyTel; however, a transfer of majority equity ownership will


occur. Immediately following the completion of the Transaction, the shareholders of pre


transaction Embarq are expected to own approximately 66% of the post-transaction


CenturyTel and the shareholders of pre-transaction CenturyTel are expected to own


approximately 34% of post-transaction CenturyTel. However, due to an overlap of


common institutional investors in both CenturyTel and Embarq, shareholders that


currently own a majority of CenturyTel's common equity will continue to own a majority


ofthe common equity of the combined post-transaction CenturyTel.


As explained in detail below, the Transaction is in the public interest and is in full


compliance with applicable law. The Transaction contemplates a parent-level transfer of


equity and Board of Directors' control. United Telephone Company of the Carolinas


LLC, Embarq Payphone Service, Inc., and Embarq Communications, Inc. (the "Embarq


Regulated Entities") will continue as the certificated companies in South Carolina and


will continue to have the requisite managerial, technical and financial capability to


2







provide servIces to their customers.3 Immediately following completion of the


Transaction, end user customers will continue to receive service from the Embarq


Regulated Entities at the same rates, telms and conditions as immediately prior to the


Transaction; as such, the Transaction will be transparent to Embarq's South Carolina


customers. Any subsequent service or price changes will be made in accordance with all


applicable rules and laws. 4


The Transaction combines two leading communications compames with


customer-focused, industry-leading capabilities, each of whom has deep roots serving


rural markets. It will provide the combined entity with greater financial and operational


resources to capitalize on marketplace oppOltunities, diversify revenues, and expand


networks, expeliise and financial resources to build long-telm value for customers and


shareholders.


The communications industry has changed dramatically in the last several years,


and the industry continues to experience change at a frenetic pace. Competition, and


particularly intelmodal competition, is widespread with wireless and wireline carriers


competing daily for customers. Local wireline carriers face increasing competition from


other providers of voice services and from cable operators providing voice, video and


data offerings. As a result of this robustly competitive market environment and the


rapidly changing fundamentals of the wireline business, carriers such as Embarq and


CenturyTel must adapt to compete more effectively. Wireline businesses will require


3 The names of these entities may change at some future date as a result of the Transaction. At that time,
auy state-required registratious, filings or notifications will be provided.
4 In view of the current rapidly changing communications market, any provider, including post-Transaction
CenturyTel, must constantly review its pricing strategy and product mix to appropriately respond to
marketplace demands. While rates, terms and conditions will be the same immediately after the
Transaction as immediately before the Transaction. prices and product mixes necessarily will change over
time as marketplace, teclmology, and business demands dictate. The affected entities will make such
changes only following full compliance with all applicable mles and laws.
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greater strategic flexibility to bring new products and expanded services to the


marketplace more quickly and to enhance customer service. These evolving market


dynamics place unique pressures on companies such as Embarq and CenturyTel, whose


operating subsidiaries predominantly serve smaller, rural service areas. The economies of


scale and efficiencies produced by this combination will allow the combined company to


better focus on delivering new products and services to these customers.


II. THE PARTIES


Embarq is a publicly traded Delaware corporation headquartered at 5454 W. 11O'h


Street, Overland Park, Kansas, 66211. Embarq subsidiaries offer a complete suite of


communications services to residential consumers and businesses, including local, long


distance, high speed data, wireless and video services. Embarq has incumbent local


exchange carrier operations in 18 states and is in the FOltune 500's list of America's


largest corporations. As of December 31, 2007, Embarq's incumbent LEC operations


served approximately 6.5 million local access lines in those 18 states.


United Telephone of the Carolinas, LLC d/b/a Embarq ("United") is a direct,


wholly-owned subsidiary of Embarq. United is a South Carolina corporation with its


principal place of business at 5454 W. 110'1. Street, Overland Park, Kansas 66211. United


is authorized by this Commission to provide local exchange services in 18 exchanges in


all or part of 12 counties in South Carolina$ As of December 31, 2007, United served


approximately 87,000 total access lines in South Carolina. As a result of this


Transaction, the ultimate parent company of United will change from Embarq to


5 See, Conullission Order No. 78-406.
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CenturyTel. However, the Transaction will not result m any transfer of certificates,


assets, or facilities in South Carolina.6


Embarq Payphone Services, Inc., ("EPSI") is a wholly owned subsidiary of


Embarq. EPSI is a FlOlida corporation with its principal place of business at 5454 W.


11 DIll Street, Overland Park, Kansas 66211. EPSI is authorized by this Commission to


provide pay telephone services in South Carolina7 As a result of this Transaction, the


ultimate parent company of EPSI will change from Embarq to CenturyTel. However, the


Transaction will not result in any transfer of cel1ificates, assets, or facilities in South


Carolina.8


Embarq Communications, Inc. ("ECI") is a Delaware corporation authorized by


this Commission to provide competitive local exchange selvices and long distance


selvices in South Carolina.9 As a result of this Transaction, the ultimate parent company


of ECI will change from Embarq to Century Tel. However, the Transaction will not result


in any transfer of certificates, assets or facilities in South Carolina. 10


CenturyTel is a Louisiana corporation, headquartered at 100 CenturyTel Dlive,


Monroe, Louisiana 71211-4065. Included in the S&P 500 Index, CenturyTel is a leading


provider of communications, high-speed Intemet and entertainment selvices in small-to-


mid-size cities through its broadband and fiber transport networks. As of December 31,


2007, CenturyTel's incumbent LEC operations served approximately 2.1 million local


6 As described in footnote 3, the name may change at some future date as a result of the Transaction. At
that time, any state-required registrations. filings or notifications will be provided.
7 See, Commission Order No. 98-374.
8 As described in footnole 3, Ihe name may change at some future date as a result of the Transaction. At
that time, any state-required registrations, filings or notifications will he provided.
9 See, Commission Order No. 2006-167 and Commission Order No. 2005-689.
10 As described in footnote 3, the name may change at some future date as a result of the Transaction. At
that time, any state-required registrations, filings or notifications will be provided.
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access lines in 25 states. Madison River Communications, LLC ("Madison River") is a


Delaware corporation with its principal place of business at 202 East Washington Street,


Mebane, North Carolina 27302. Madison River is authorized by this Commission to


provide competitive local exchange services and long distance services in South


Carolina. I I


CAC, a Delaware corporation, is a newly formed wholly-owned subsidiary of


CenturyTel. Under the merger agreement, Embarq and CAC will merge, with Embarq


being the sUlviving corporation as a first tier subsidiary of CenturyTel. 12


III. THE TRANSACTION AND NEW CORPORATE STRUCTURE


In order to effectuate the merger, CenturyTel formed a new direct, wholly owned


subsidiary, CAC. Embarq and CAC will merge. Post-merger the Embarq Regulated


Entities will continue to be wholly-owned subsidiaries of Embarq. Embarq will be a


wholly owned subsidiary of CenturyTel. The Embarq operating subsidiaries in South


Carolina will continue to be wholly owned subsidiaries of Embarq and will become


indirect subsidiaries of CenturyTel. The CenturyTel subsidiary in South Carolina will


continue to be a wholly owned subsidiary of CenturyTel.


The Embarq Regulated Entities will continue to exist in their CUlTent fmm after


the merger is completed and will not change. Likewise, the CenturyTel subsidiary,


Madison River, will continue to be a wholly-owned subsidiary of CenturyTel.


II See, Conunission Order No. 2000-745. However, as staled in foomote 2, Madison River has no
customers in South Carolina at this time.
12 As described in footnole 1, Embarq will be Ihe surviving corporation bUI will adopt the By-Laws and
Certification of Incorporation ofCAC.
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IV. THIS INDIRECT TRANSFERS OF CONTROL IS NOT SUBJECT THE
APPROVAL MERGER STATUTE


Under § 58-9-310 of the South Carolina Code, no "telephone utility, without the


approval of the Commission after due hearing and compliance with all other existing


requirements of the laws of the State in relation thereto, may sell, h'ansfer, lease,


consolidate or merge its propelty, powers, franchises, or privileges or any of them." A


"telephone utility" is defined by § 58-9-10(6) to include "persons and corporations, their


lessees, assignees, hustees, receivers or other successors in interest owning or operating


in this State equipment or facilities for the transmission of intelligence by telephone for


hire, including all things incident thereto and related to the operation of telephones."


(Copies of these statutes are attached.)


The merger of Embarq and CenturyTel at the holding company level does not


involve the transfer or sale of the assets of any entity that owns or operates telephone


equipment or facilities in South Carolina. The property of all of the South Carolina


telephone utilities will remain with those same utilities after the merger of the holding


companies is completed. Therefore, consistent with how the Commission has treated


prior such holding company mergers, South Carolina law does not require Commission


approval of the proposed merger between Embarq and CenturyTel.


V. THE MERGER IS IN THE PUBLIC INTEREST


The proposed Transaction is in the public interest. It combines two leading


communications companies with strong customer-centric histoJies. Since its separation


from Sprint, Embarq has delivered on its promise to serve the public interest by pursuing


a single-minded focus of becoming the prefen'ed hometown communications company in


the local service areas in which it operates. Embarq has a rich history of providing
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telecommunications services to local communities, which dates back over 100 years, and


since its emergence it has strengthened its local community roots. CenturyTel has a


similarly rich history in local telecommunications service of more than 75 years. Like


Embarq, CenturyTel serves customers in predominantly rural service areas and smaller


markets and its primary role has been as a communications provider anchored by wireline


service in its existing ce11ificated areas. CenturyTel has a proven track record for


customer service and provisioning high-quality telecommunications and advanced


selvices. Thus, the merger will bring together two companies whose businesses are built


upon serving local customers in predominantly rural areas and smaller markets by


creating a variety of products and selvices that more directly address the preferences of


those customers. CenturyTel is uniquely qualified to manage the Embarq companies as


part of the CenturyTel family of companies.


The communications industry has been and is expected in the future to be the


subject of rapid and fundamental changes in teclmology, customer preferences, and the


competitive landscape. Rapid changes in teclmology and customer preferences require


equally rapid responses and execution strategies by telecommunications carriers. To


respond rapidly and succeed most effectively in this competitive market environment,


carriers must have a strategic focus on providing products and services that differentiate


them in the market, and they need sufficient scale to execute upon their strategic focus.


Even a carrier that knows its customers' preferences cannot compete effectively in


today's marketplace without sufficient size and scope to match those preferences with


suitable products or selvices offered at affordable rates. The Transaction will result in a


combined enterprise that can achieve greater economies of scale and scope than the two
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companies operating independently. This, in tum, will enhance its ability to more


strategically focus and rapidly respond to customer preferences in providing a full


pOllfolio of quality, advanced cOllununications services at affordable rates that will


differentiate the company in the markets it serves.


Additionally, with its distinctive expellise in serving smaller, lUral areas, the new


entity will deliver these services to areas that are often underserved by the larger


communications companies. The combination of two mid-sized local wireline providers


with solid financial fundamentals and adequate access to capital -the only two with


investment grade ratings-will position the combined enterprise to capitalize on its


collective knowledge of its local customers' preferences to deliver innovations in


teclmology and product offerings to these lUral and smaller markets. Customers will


benefit fi'om increased access to these offerings, and the post-merger CenturyTel will


benefit from retaining and attracting customers whose needs are satisfied by its offerings,


service quality and customer care. The public interest will be served by the Transaction


as it will allow the new company to bring to bear the combined resources of Embarq and


CenturyTel on the shared single focus of delivering a full portfolio of services that meet


the targeted needs of the local customers in predominantly lUral and smaller markets.


Moreover, the transaction offers the financial strength and flexibility for the


operating subsidiaries of the post-transaction CenturyTel to continue providing


outstanding service and enhanced offerings to customers, while delivering retums to


shareholders. The post-transaction company is expected to have pro fonna revenue in


excess of $8.8 billion, pro forma EBITDA of approximately $4.2 billion, pro forma


leverage of 2.1 times EBITDA and pro fonna free cash flow of approximately $1.8
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billion, based on anticipated full IUn-rate synergies and operating results for the twelve


months ended September 30, 2008. Based upon these financial attributes, CenturyTel


anticipates having post-transaction financial metrics consistent with those of companies


that have been rated "investment grade" by major ratings agencies-metrics that


CenturyTel and Embarq possess pre-transaction. These attributes help insure that


CenturyTel will have the fiscal stability to pursue necessary strategies. This financial


strength will continue to allow the Regulated Entities to have the financial stability and


access to capital necessary to continue to provide reliable services in the ever


increasingly competitive telecommunications marketplace.


The combined company will be managed by capable and experienced executives.


CenturyTel has a very experienced, qualified and stable group of executive managers


with a track record of successfully integrating acquired incumbent LEC operations. The


combined company will benefit from that continued steady hand. It has been detennined


that CenturyTel's cun'ent CEO, COO and CFO (Glen Post, Karen Puckett and Stewroi


Ewing, respectively) will hold these same positions with the post-Transaction


CenturyTel. The combined entity will also benefit from the fact that Embarq's CutTent


CEO, Tom Gerke, will assume the role of executive Vice-Chainnan of the Board of


Directors and will continue to be responsible for regulatory and government relations and


human resources for the combined company. Embarq's cUlTent non-executive Chainnan


of the Board, Bill Owens, will assume that same role for the combined entity. Effective


mid-level management is always critical to the success of multi-state operations such as


CenturyTel and Embarq and this will be hue for the combined entity as well. Both
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CenturyTel and Embarq will contribute talented middle management groups to the


combined entity.


Consumers of communications services, including both residential consumers and


businesses, have more choices than ever before in the market for local and long distance


calling services, high speed lntemet and other data services, video services, and wireless


services. lntennodal competition to provide these services is now widespread. The two


companies combined will be the largest independent wireline communications company


serving approximately 8 million access lines, 2 million broadband customers and


approximately 400,000 video subscribers. With the significantly increased scale of the


combined company, the Transaction will enhance the competitive position of the


combined company to facilitate economically attractive deployment of growth products


and services, including broadband and wireless data offers.


Ensuring the continuation of high quality service and customer experience pre


and post-merger is vitally impOltant. The Embarq Regulated Entities understand that


continuing to meet customer needs is the top priority. The Transaction will not change


the incentives of the combined entity to do so. Accordingly, immediately following


consummation of the Transaction the Embarq Regulated Entities will offer the same full


range of products and services that they offered immediately prior to the Transaction, at


the same prices, and under the same tenus and conditions.


The Embarq Regulated Entities will continue to employ personnel experienced


and dedicated to the provision of service in South Carolina. The customer service,


network and operations functions that are critical to each company's success today will


continue when the Transaction is complete, and the post-transaction company will be
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staffed to ensure that continuity. The local operations of the Embarq Regulated Entities


will continue to be managed by employees with extensive knowledge of the local


telephone business and with a commitment to the local community.


FUithennore, upon completion of the merger, the Commission will retain the


same regulatory authority over the Embarq Regulated Entities that the Commission


possesses just prior to consummation of the Transaction. The Embarq Regulated Entities


will continue to provide local exchange service, subject to the same rules, regulations and


applicable tariffs. United will remain subject to existing price regulation, service quality


obligations and taliffs, as modified by any future Commission or legislative decisions.


Future end user rate changes will continue to be governed by the same rules and


procedures as today, again, as modified by future Commission or legislative decisions.


Likewise, the tenns and prices for existing wholesale services under United's access


tariffs will be unchanged immediately after closing of the Transaction. Moreover, this


transaction will have no impact on the tenns of any existing interconnection agreements


or United's obligations under state and federal laws regarding interconnection.


VI. THE MERGER HAS NO ADVERSE EFFECTS IN SOUTH CAROLINA


As desclibed above, the indirect transfer of control created by the Merger


Agreement will be transparent to South Carolina consumers. Following the merger, the


Embarq Regulated Entities will operate just as they do today. The Embarq Regulated


Entities will continue to be wholly owned subsidialies of Embarq just as they are today.


In addition, the certificated CenturyTel entity, Madison River will continue to be a


wholly owned subsidiary of CenturyTel. After the merger is completed the Commission's
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authority to regulate the intrastate operations of any of the certificated entities will be


unaffected by the merger.


VII. OTHER GOVERNMENT FILINGS


Embarq and CenturyTel also have complied with the requirements of other


govenunental entities with respect to merger. For instance, Embarq and CenturyTel have


filed the required applications for approval with the Federal Communications


Commission and those applications are currently under review in WC Docket No. 08


238. In addition, the transaction is subject to antitrust review by the Federal Trade


Commission ("FTC") and the Department of Justice under the Hard-Scott-Rodino Act.


Embarq and CenturyTel made their initial pre-merger submission on November 10, 2008


and were notified by the FTC Premerger Notification office on November 21, 2008 that


the statutory 30-day waiting peliod was being tenninated early and without fut1her


review.


Finally, CenturyTel has filed, and the Securities and Exchange Commission


("SEC") has declared effective, a Registration Statement on Fonn S-4 that includes a


joint proxy statement of CenturyTel and Embarq that also constitutes a prospectus of


CenturyTel. CenturyTel and Embarq began mailing the deflllitive joint proxy


statement/prospectus to their respective shareholders on December 22, 2008. Both


companies have scheduled special meetings of their shareholders on JanualY 27, 2009, to


vote on the merger.
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SECTION 58-9-10. Definitions.


When used in Ariicles I through 13 of this chapter:
(I) The term "Commission" means the Public Service Commission;
(2) The telm "commissioner" means one of the members of the Commission;
(3) The term "corporation" includes all bodies corporate, joint stock companies or
associations, domestic or foreign, their lessees, assignees, trustees, receivers or other
successors in interest, having any of the power or privileges of corporations not possessed
by individuals or partnerships;
(4) The telm "person" includes all individuals, partnerships or associations other than
corporations;
(5) The telm "public" means the public generally or any limited portion of the public,
including a person or corporation;
(6) The term "telephone utility" includes persons and corporations, their lessees,
assignees, trustees, receivers or other successors in interest owning or operating in this
State equipment or facilities for the transmission of intelligence by telephone for hire,
including all things incident thereto and related to the operation of telephones;
(7) The tenn "rate" means and includes every compensation, charge, toll, rental and
classification, or any of them, demanded, observed, charged or collected by any
telephone utility for any communications service offered by it to the public and any rules,
regulations, practices or contracts affecting any such compensation, charge, toll, rental or
classification; and
(8) The term "secmities" means and includes stock, stock certificates, bonds, notes,
debentures, or other evidences of indebtedness, and any assumption or guaranty thereof.
(9) The teml "basic local exchange telephone service" means for residential and
single-line business customers, access to basic voice grade local service with touchtone,
access to available emergency services and directOly assistance, the capability to access
interconnecting Camel'S, relay services, access to operator services, and one annual local
directory listing (white pages or equivalent).
(10) The term "carner of last resort" means a facilities-based local exchange carner, as
detennined by the commission, not inconsistent with the federal Telecommunications Act
of 1996, which has the obligation to provide basic local exchange telephone service, upon
reasonable request, to all residential and single-line business customers within a defined
service area. Initially, the incumbent LEC must be a camel' of last resort within its
existing service area.
(II) The term "incumbent local exchange carner" or "incumbent LEC" means a
telecommunications company, its affiliates, successors, or its assigns, which provide local
exchange service pursuant to a certificate of public convenience and necessity issued by
the commission before July I, 1995, or operating as a local exchange calTier before that
date pursuant to commission authority, to provide local exchange service within a
cetiificated geographic service area of the State. Ally such entity must be treated as the
incumbent local exchange catTier only within the geographic area where it maintains
service pursuant to:
(a) any certificate of public convenience and necessity issued before July 1,1995; or
(b) any celiificate of public convenience and necessity issued to supersede, in whole or in
part, any celiificate of public convenience and necessity issued before July 1,1995.







(12) The tenn "local exchange calner" or "LEC" means either an incumbent local
exchange carrier or a new entrant local exchange calner.
(13) The telm "new entrant local exchange canier" or "new entrant LEC" means a
telecommunications company holding a certificate of public convenience and necessity
issued by the commission pursuant to Section 58-9-280 (B) after December 31,1995, to
provide local exchange service within a celiificated geographic service area of the State.
(14) The tenn "small local exchange calner" or "small LEC" means a IUral telephone
company as defined on FeblUary 8, 1996, in the federal Telecommunications Act of
1996.
(15) The tenn "telecommunications services" means the services for the transmission of
voice and data communications to the public for hire, including those nonwireline
services provided in competition to landline services.
(16) The telm "universal service" means the providing ofbasic local exchange telephone
service, at affordable rates, upon reasonable request, to all residential and single-line
business customers within a defined service area.
(17) The term "broadband service" means any service that is used to deliver video or to
provide access to the Intemet and that consists of the offering of:
(a) a capability to transmit infOimation at a rate that is generally not less than one
hundred ninety kilobits per second in at least one direction; or
(b) any service that combines computer processing, infonnation storage, and protocol
conversion to enable users to access Intemet content and services.
(18) The telm "regulatory staff' means the executive director or the executive director
and the employees of the Office of Regulatory Staff.







SECTION 58-9-310. Sale or other disposition ofpropeliy, powers, franchises or
plivileges,


No telephone utility, without the approval of the Commission after due hearing and
compliance with all other existing requirements of the laws of the State in relation
thereto, may sell, transfer, lease, consolidate, or merge its property, powers, fi'anchises, or
plivileges or any of them; provided, however, that a telephone cooperative association
may acquire or inCOl]lOrate a subsidiary corporation or a subsidialy cooperative
association without the approval orthe Commission
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CenturyTel and EMBARQ Announce Overwhelming Shareholder Approval of Merger


Combination Will Create Industry-Leading Communications Provider
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MONROE, lao and OVERLAND PARK, Kan., Jan. 27 IPRNewswire-FirstCalll -- CenturyTel (NYSE: CTl) and EMBARQ (NYSE: EQ) today announce that
shareholders of both companies have approved aU proposals related to the CenluryTel/EMBARQ merger.


At a special meeting of CenturyTel shareholders held today in Monroe, La., CenturyTel shareholders approved the issuance of CenturyTel common
stock to EMBARQshareholders in connection with the proposed merger. This proposal was approved by more than 96% of the total votes cast at the
meeting by CenturyTet shareholders.


At a special meeting of EMBARQshareholders held today in Overland Park, Kan., EMBARQshareholders also voted to adopt the merger agreement with
CenturyTel. This proposal was approved by more than 79% of the total outstanding shares of EMBARQ common stock and approximately 99% of the
total votes cast.


All of the vote results have been certified by the independent inspector of elections at each company's speciat meeting of shareholders.


"We are pleased that CenturyTel and EMBARQ shareholders have given their overwhelming support to the merger of CenturyTel and EMBARQ. With
these approvals, we have taken another important step fomard to combine our companies, maximize our assets, and unite our employees to deliver
additional value for our customers. The significantly greater scale and scope of our combined operations will better position us to take advantage of
efficiency and growth opportunities in an increasingly competitive and challenging marketplace," said Gten F. Post III, CenturyTel chairman and chief
executive officer.


'The extremely strong support illustrates shareholder understanding of the value created by this combination. Implementing best practices and best
in·class operational support systems will enhance our customer experience. Expanded networks, knowledge and experience will enhance the
combined company's ability to deliver a broad range of products and services. The combined company will strive to be the leading broadband provider
in our markets," said Tom Gerke, EMBARQ chief executive officer.


In addition to approving the issuance of common stock to EMBARQ shareholders, CenturyTel shareholders approved two additional related proposals to
be implemented only upon consummation of the merger:


• Amending the CenturyTel articles of incorporation to eliminate the special ten-vote voting rights of certain CenturyTel shareholders.


• Amending the CenturyTel articles of incorporation to increase the authorized number of shares of CenturyTel common stock from 350 million
to 800 million.


Combined, CenturyTel and EMBARQ will have an operating presence in 33 states, nearly eight million access lines, approximately two million
broadband customers and more than 400,000 video subscribers, based on data as of Sept. 30, 2008. The merger, announced Oct. 27, 2008, is expected
to close during the second quarter of 2009 after federal and state regulatory approvals are received.


Under the terms of the merger agreement, EMBARQ shareholders will receive 1.37 CenturyTel shares for each share of EMBARQ common stock they
own at closing. Upon closing of the transaction, EMBARQ shareholders are expected to own approximately 66% and CenturyTel shareholders are
expected to own approXimately 34% of the combined company. Excluding one-time integration costs, the parties expect the transaction to be
accretive to CenturyTel's free cash flow per share in 2010, the first full year follOWing the expected closing.


For more information about the prop<;lsed merger, visit www centurytelembarQmerser COlD.


About CenturyTel


CenturyTel (NYSE: CTL) is a leading provider of communications, high-speed Internet and entertainment services in small-to-mid-size cities through
our broadband and fiber transport networks. Included in the sap 500 Index, CenturyTel delivers advanced communications with a personal touch to
customers in 25 states. Visit us at www,centu[y~.


http://investors.embarq.com/phoenix.zhtml?c=197829&p=irol-newsArticleyrint&ID=124885O&highligh... 1/27/2009
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About EMBARQ
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Embarq Corporation (NYSE: EQ), headquartered in Overland Park, Kansas, oHers a complete suite of communications services. EMBARQ has operations
in 18 states and is in the Fortune 500® list of America's largest corporations. For consumers, EMBARQ offers an innovative portfolio of services that
includes reliable local and long distance home phone service, high·speed Internet, wireless, and sateUite TV from DISH Network® .. all on one
monthly bill. For businesses, EMBARQ has a comprehensive range of flexible and integrated services designed to help businesses of all sizes be more
productive and communicate with their customers. This service portfolio includes local voice and data services, long distance, Business Class High
Speed Internet, wireless, satellite TV from DIRECTV®, enhanced data network services, voice and data communication equipment and managed
network services. For more information, visit embarq.com.


Forward Looking Statements


Except for the historical and factual information contained herein, the matters set forth in this press release, including statements as to the expected
benefits of the acquisition such as efficiencies, cost savings, enhanced revenues, growth potential, market profHe and financial strength, and the
competitive ability and position of the combined company, and other statements identified by words such as "estimates," "expects," "projects,"
"plans," and similar expressions are forward-tooking statements within the meaning of the "safe harbor" provisions of the Private Securities Litigation
Reform Act of 1995. These forward-looking statements are subject to risks and uncertainties that may cause actual results to differ materially,
including receipt of required approvals by regulatory agencies, the possibility that the anticipated benefits from the acquisition cannot be fully
realized or may take tonger to realize than expected, the possibility that costs or difficulties related to the integration of EMBARQ operations into
CenturyTel will be greater than expected, the ability of the combined company to retain and hire key personnel, the impact of regulatory,
competitive and technological changes and other risk factors relating to our industry as detailed from time to time in each of CenturyTel's and
EMBARQ's reports fHed with the Securities and Exchange Commission (SEC). There can be no assurance regarding the timing of the consummation of
the merger or that the proposed acquisition will in fact be consummated. You should not place undue reliance on these forward·looking statements,
which speak only as of the date hereof. Unless legally required, CenturyTel and EMBARQ undertake no obligation to update publicly any forward·
looking statements, whether as a result of new information, future events or otherwise.


http://investors.embarq.com/phoenix.zhtml?c=197829&p=irol-newsArticle-print&ID=1248850&highligh... 1/27/2009
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Five Reasons the Merger of CenturyTel and EMBARQ is a Win for
Customers, Employees and Communities


1. Creates an Industry Leading Communications Provider
• Through expanded networks, combining talented employees and pooled corporate resources,


we expect to create a stronger company with a broader range of products and services
• Combined operations summary (approximate numbers):


33 states with eight million access lines
Two million broadband customers
400,000 video subscribers
CenturyTel's nearly 17,000-mile core fiber network


2. Expands the Suite of Products and Solutions for our Communities
• Combined company expects to be a leading broadband provider with increased coverage,


higher speeds, increased value and greater choice to customers
• CenturyTellaunched viable cable alternative with IPTV service in two markets with strong


customer acceptance
• CenturyTel's 700 MHz spectrum creates opportunities for wireless data and voice capabilities


in multiple states
• EMBARQ offers IP products to support businesses of all sizes
• Combined company will have a stronger Wholesale Division


3. Enhances Employees' Options
• A larger, stronger combined company is expected to create employment and professional


development opportunities over the long term
• Value of the merger includes reduction of corporate overhead, consolidation of duplicate


functions, enhanced revenue opportunities and increased operational efficiencies
• Corporate HQ will remain in Monroe, LA, with significant presence in Overland Park, KS


(EMBARQ's current HQ)


4. Builds Greater Financial Strength and Stability
• Combined company anticipates having financial characteristics consistent with those of


companies rated "investment grade"--a characteristic that both CenturyTel and EMBARQ
possess today


• Combined company expects to have the financial stability and access to capital to continue to
provide reliable and innovative services in the increasingly competitive communications
marketplace


5. Unites an Experienced Leadership Team
• Glen Post will continue to lead as CEO
• Tom Gerke will assume the role of executive Vice-Chairman
• Senior leadership team includes COO Karen Puckett and CFO Stewart Ewing
• Board to be composed of directors from both companies, 8 Directors from CenturyTel/7


Directors from EMBARQ
• Bill Owens, current EMBARQ non-executive Chairman, will be non-executive Chairman
• Harvey Perry will continue in his role as CenturyTel's non-executive Vice-Chairman







EMBARQ'


Important Information for Investors and Stockholders
CenturyTel and EMBARQ will file a joint proxy statement/prospectus with the Securities and
Exchange Commission (SEC). INVESTORS ARE URGED TO READ THE JOINT PROXY
STATEMENT/PROSPECTUS WHEN IT BECOMES AVAILABLE BECAUSE IT WILL CONTAIN
IMPORTANT INFORMATION. You will be able to obtain the joint proxy statement/prospectus, as well
as other filings containing information about CenturyTel and EMBARQ, free of charge, at the website
maintained by the SEC at www.sec.gov. Copies of the joint proxy statement/prospectus and the filings
with the SEC that will be incorporated by reference in the joint proxy statement/prospectus can also
be obtained, free of charge, by directing a request to CenturyTel, 100 CenturyTel Drive, Monroe,
Louisiana, 71203 Attention: Corporate Secretary, or to EMBARQ, 5454 West 11 Oth Street, Overland
Park, KS, 66211, Attention: EMBARQ Shareholder Relations. CenturyTel, EMBBARQ and the
respective directors and executive officers of CenturyTel and EMBARQ and other persons may be
deemed to be participants in the solicitation of proxies in respect of the proposed transaction.
Information regarding CenturyTel's directors and executive officers is available in its proxy statement
filed with the SEC by CenturyTel on March 27, 2008, and information regarding EMBARQ directors
and executive officers is available in its proxy statement filed with the SEC by EMBARQ on March 17,
2008. Other information regarding the participants in the proxy solicitation and a description of their
direct and indirect interests, by security holdings or otherwise, will be contained the joint proxy
statement/prospectus and other relevant materials to be filed with the SEC when they become
available. This communication shall not constitute an offer to sell or the solicitation of an offer to sell
or the solicitation of an offer to buy any securities, nor shall there be any sale of securities in any
jurisdiction in which such offer, solicitation or sale wouid be unlawful prior to registration or
qualification under the securities laws of any such jurisdiction. No offer of securities shall be made
except by means of a prospectus meeting the requirements of Section 10 of the Securities Act of
1933, as amended.


Cautionary Statement Regarding Forward-Looking Statements
This document contains certain "forward-looking statements" within the meaning of the "safe harbor"
provisions of the United States Private Securities Litigation Reform Act of 1995. Forward-looking
statements may be identified by the use of words such as "anticipate", "may", "can", "believe",
"expect", "project", "intend", "likely", similar expressions and any other statements that predict or
indicate future events or trends or that are not statements of historical facts. These forward-looking
statements are subject to numerous risks and uncertainties. There are various important factors that
could cause actual outcomes and results to differ materially from those in any such forward-looking
statements. These factors include, but are not limited to, the following: failure to obtain the approval of
the EMBARQ stockholders or CenturyTel stockholders for the Merger; failure to obtain, delays in
obtaining or adverse conditions contained in any required regulatory approvals; failure to consummate
or delay in consummating the merger for other reasons; changes in laws or regulations; and changes
in general economic conditions. EMBARQ and CenturyTel undertake no obligation (and expressly
disclaim any such obligation) to publicly update or revise any forward-looking statement, whether as a
result of new information, future events or otherwise. For additional information concerning factors
that could cause actual resuits to materially differ from those projected herein, please refer to
EMBARQ and CenturyTel's most recent Form 10-K, 10-Q and 8-K reports.
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Safe Harbor Language
This document contains certain "forward-looking statements" within the meaning of the "safe harbor" provisions of the United States
Private Securities Litigation Reform Act of 1995. Forward-looking statements may be identified by the use of words such as "anticipate",
"may", "can", "believe", "expect", "project", "intend", "likely", similar expressions and any other statements that predict or indicate
future events or trends or that are not statements of historical facts. These forward-looking statements are subject to numerous risks
and uncertainties. There are various important factors that could cause actual outcomes and results to differ materially from those in
any such forward-looking statements. These factors include, but are not-limited to, the following: failure to obtain the approval of the
EMBARQ stockholders or CenturyTel stockholders for the Mergeri failure to obtain, delays in obtaining or adverse conditions contained
in any reqUired regulatory approvals; failure to consummate or aelay in consummating the merger for other reasons; changes in laws
or regulations; and changes in general economic conditions. EMBARQ and centuryTel undertake no obligation (and expressly disclaim
any such obligation) to publicly update or revise any forward-looking statement, whether as a result of new information, future events
or otherwise. For additional information concerning factors that could cause actual results to materially differ from those projected
herein, please refer to EMBARQ's and centuryTel's most recent Form 10-K, lO-Q and 8-K reports.


Additional Information
CenturyTel and EMBARQ will file a joint proxy statement/prospectus with the Securities and Exchange Commission (SEC). INVESTORS
ARE URGED TO READ THE JOINT PROXY STATEMENT/PROSPECTUS WHEN IT BECOMES AVAILABLE BECAUSE IT WILL CONTAIN
IMPORTANT INFORMATION. You will be able to obtain the joint proxy statement/prospectus, as well as other filings containing
information about CenturyTel and EMBARQ, free of charge, at the website maintained by the SEC at www.sec.gov. Copies of the joint
proxy statement/prospectus and the filings with the SEC that will be incorporated by reference in the joint proxy statement/prospectus
can also be obtained, free of charge, by directing a request to CenturyTel, 100 CenturyTel Drive, Monroe, LouiSIana, 71203 Attention:
Corporate Secretary, or to EMBARQ, 5454 West 110th Street, Overland Park, KS, 66211, Attention: EMBARQ Shareholder Relations.
CenturyTel, EMBBARQ and the respective directors and executive officers of centuryTel and EMBARQ and other persons may be
deemed to be participants in the solicitation of proxies in respect of the proposed transaction. Information regarding centuryTel's
directors and executive officers is available in its proxy statement filed with the SEC by CenturyTel on March 27, 2008, and Information
regarding EMBARQ directors and executive officers is available in its proxy statement filed with the SEC by EMBARQ on March 17,
2008. Other information regarding the participants in the proxy solicitation and a description of their direct and indirect interests, by
security holdings or otherwise, will be contained the joint proxy statement/prospectus and other relevant materials to be filed With the
SEC when they become available. This communication shall not constitute an offer to sell or the solicitation of an offer to sell or the
solicitation of an offer to buy any securities, nor shall there be any sale of securities in any jurisdiction in which such offer, solicitation
or sale would be unlawful prior to registration or qualification under the securities laws of any such jurisdiction. No offer of securities
shall be made except by means of a prospectus meeting the requirements of Section 10 of the Securities Act of 1933, as amended.







Expanding Opportunities for Customers


+ Combining two industry-leading, customer-focused
communications providers with deep roots serving urban and
rural markets, along with strong growth opportunities fostered by
investment and innovation


+ Providing the combined company with greater financial and
operational resources to deliver long-term value for businesses
and consumers
.:. Expanded networks, knowledge and experience create a stronger company with


the ability to deliver a broader range of products and services more qUickly and
efficiently to a large customer base


.:. Combined company comprises operating presence in 33 states with
approximately eight million access lines, two million broadband customers and
400,000 video subscribers


.:. CenturyTel's nearly 17,000 mile LightCore fiber network enables transport
efficiencies and an attractive product portfolio for businesses and consumers
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Serving our Communities with a Full Suite of Solutions


+ Well-positioned to leverage new and existing network and
operational synergies to bring innovative technology and
product solutions to both urban and rural markets .


•:. Broadband - Combined company expects to be a leading broadband
provider delivering increased coverage, higher speeds, increased value and
greater choice to all customer segments


.:. IPlV - CenturyTel has already launched viable cable alternative with IPlV
service in two markets with strong customer acceptance


.:. Wireless - CenturyTel's 700 MHz spectrum creates opportunity to enhance
customers' broadband experience with wireless data and voice capabilities in
multiple states


.:. IP Solutions for Business - EMBARQ offers IP products, including managed
services and security solutions, that support businesses of all sizes


.:. Wholesale - Stronger Wholesale Division that will continue to develop and
sell network services to wireless providers, interexchange carriers, cable
companies, pay telephone providers, and incumbent and competitive local
exchange carriers







Enhancing Employees' Options
+ Employees will continue to be a core component of the


combined company's success. CenturyTel and EMBARQ share a
culture of strong commitment to customers, employees and
communities
.:. Enhanced scale and resources of the larger, stronger combined company is


expected to create employment and new professional development
opportunities over the long term, including in broadband and IP


.:. Committed to providing a comprehensive and competitive compensation and
benefits package for all employees in order to attract and retain the talent
needed to drive the company forward


.:. Key drivers of value include reduction of corporate overhead, elimination of
duplicate functions, enhanced revenue opportunities and increased
operational efficiencies through adoption of best practices and capabilities
from each company


+ Corporate headquarters will remain in Monroe, Louisiana,
CenturyTel's current headquarters


+ A significant presence will be maintained in Overland Park,
Kansas, EMBARQ's current headquarters







Experienced Leadership Team


+ CenturyTel's management team will be enhanced by addition of
EMBARQ executives
.:. Glen Post, currently CenturyTel's Chairman and CEO, will continue to lead as


Chief Executive Officer
.:. Tom Gerke, currently EMBARQ's CEO, will assume the role of executive Vice


Chairman
.:. The senior leadership team will include Karen Puckett, Chief Operating Officer


and Stewart Ewing, Chief Financial Officer


+ Board to be composed of directors from both companies
.:. 8 Directors from CenturyTel
.:. 7 Directors from EMBARQ
.:. Bill Owens, currently EMBARQ's non-executive Chairman, will be the non


executive Chairman of the combined company
.:. Harvey Perry will continue in his role as CenturyTel's non-executive Vice


Chairman







Greater Financial Strength and Stability


+ Transaction Structure: stock-for-stock transaction; EMBARQ stockholders to
receive 1.37 shares of CenturyTel common stock for each share of


. EMBARQ common stock


+ Transaction Value: $11.6 billion as of signing, including net debt of $5.8
billion as of 9/30/2008


+ Pro Forma ownership: approximately 34 percent CenturyTel
stockholders/66 percent EMBARQ stockholders


+ Combined company anticipates having financial characteristics consistent
with those of companies rated "investment grade" - a characteristic that
each of CenturyTel and EMBARQ possess today


+ Combined company expects to have the financial stability and access to
capital to continue to provide reliable and innovative services in the
increasingly competitive communications marketplace







